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SUBJECT: PECTEN VIETNAM/CITIES SERVICE OFFICIALS DISCUSS PRODUCTION 
SHARING WITH GVN OFFICIALS 

SUMMARY: PECTEN VIETNAM/CITIES SERVICE OFFICIALS DISCUSSED PRO- 
DUCTION SHARING TERMS WITH GVN OFFICIALS. LATTER WERE INFORMED AGREE- 
MENT ON THESE TERMS NECESSARY BEFORE OIL FIRMS CAN DECLARE FIELD TO 
BE COMMERCIAL. END SUMMARY 

1. LAST WEEK MESSRS. GERALD A. BURTON, PRESIDENT OF PECTEN VIETNAM, 

AND P.W.J. WOOD, VICE PRESIDENT-GENERAL MANAGER OF CITIES SERVICE 
INTERNATIONAL, DISCUSSED PRODUCTION SHARING WITH DEPUTY PRIME 
MINISTER HAO, MINISTER OF PLANNING HUNG, VICE MINISTER OF INDUSTRY 
TAN, AND GENERAL MANAGER KHOI OF PETROLEUM AND MINERALS AGENCY. 
BURTON/WOOD EMPHASIZED THEIR NEED TO KNOW GVN THINKING ON THIS 
MATTER. GVN OFFICIALS, WHILE CAUTIOUS AND HESITANT, EXPRESSED 
THEIR EAGERNESS FOR A COMMERCIAL FIND AS SOON AS POSSIBLE. BURTON/ 
WOOD INFORMED GVN OFFICIALS THAT A FIELD OF OVER 500 MILLION BARRELS 
COULD READILY BE CALLED COMMERCIAL, BUT A SMALLER FIELD LIKE THE 
DUA IX COULD ONLY BE COMMERCIAL IF PARTICIPATION TERMS MADE IT 
POSSIBLE 

FOR PECTEN TO RECOVER ITS COST IN 6-8 YEARS AND EARN A REASONABLE 
PROFIT. GVN OFFER TO MAKE THE FIRST AND SECOND FIELD WITH ZERO GVN 
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AN ARRANGEMENT WOULD NOT BE POLITICALLY DEFENSIBLE. THEY EXPRESSED 
THEIR INTEREST IN TERMS THAT WOULD BE FAIR TO BOTH PARTIES. 

2. BURTON/WOOD MENTIONED THAT PRODUCTION SHARING FORMULA ON THE 
INDONESIAN PATTERN BUT WITH A SLIDING SCALE DEPENDING ON SIZE OF 
FIELD 

WOULD BE MOST APPROPRIATE FOR VIETNAM. THE LARGER THE FIELD THE 
SMALLER 

THE COST OIL PORTION REPRESENTING RECOVERY OF OIL FIRM'S DRILLING 
COSTS. 

GVN'S PETROLEUM LAW IS, HOWEVER, BASED ON THE MIDDLE EAST PATTERN, 
WHICH PRECLUDES PRODUCTION SHARING ARRANGEMENTS. SINCE GVN OFFICIALS 
STATED THAT CHANCES OF MODIFYING PETROLEUM LAW ARE NIL AT PRESENT, 
BURTON/WOOD AGREED TO PROVIDE PRODUCTION SHARING TERMS THAT WOULD 
BE CONSISTENT WITH PRESENT LAW. SHELL OIL EXPERTS FROM HOUSTON 
ARE EXPECTED TO PRESENT SEVERAL MODELS BASED ON PARTICIPATION TERMS 
WITH SLIDING SCALE IN MID FEBRUARY. 

3. BURTON/WOOD RECOMMENDED THAT PMA HIRE A PETROLUEM CON- 
SULTANT WHO COULD ADVISE GVN ON TECHNICAL PETROLEUM MATTERS 
AND ASSIST GVN OFFICIALS IN THEIR NEGOTIATIONS WITH OIL FIRMS. 
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